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MEMORANDUM TO THE PRESIDENT 
FROM: 

The current situation with respect to Southeast Asia is stated 
below. S umma ry back-up material follows. The relevant tabs are 
indicated in the text of the situation report. 



1. Laos Conference . 

The procedural bottleneck has been broken and 
negotiations on both neutrality and IOC controls now begin 
in Geneva (Tab A). Alexis Johnson and I believe it most 
unlikely that we shall get a reasonably satisfactory 
resolution until the other side is convinced we will fight 
rather than accept a fake settlement. 

The three Princes are not yet in serious 
negotiation. Phoumi seems to find it difficult to pursue the 
middle course we want between appeasing the Communists 
and starting up the war again (Tabs B and C). At the 
moment, the King is Phoumi 1 s main negotiating gambit (Tabs 
D and E). It seems doubtful that we can escape Souvanna, 
unless the Geneva show breaks down (Tabs F and G). 

The Indians have been difficult in Geneva (Tabs H 

and I); and we are putting pressure on Nehru to strengthen 
Indian support for the Laos ICC (Tabs J and K). 

.. a military contingency plan for Laos exists (Tab L)> 
and up to a point we have agreement wilh the British (Tab M). 
The Australians are distinctly tougher than the British (Tab N). 
Further Pentagon staff work, which would link contingency 
planning in Laos to contingency planning in Viet-Nam and 
Thailand, is under way at General Taylor's instigation (Tab O). 
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2. Viet-Nam. 

All hands agree that, while the situation in Viet-Nam 
is not radically deteriorating at the moment, we must move fast 
on several fronts if we are to get on top of the pressures now 
working against Diem (Tab P). The negative forces are real 

and active (Tab Q). 

The Staley Mission is back. It worked as a joint 
U.S.- Viet-Nam team reporting jointly to Diem and to you. You 
will soon be presented with suggestions for an emergency 
progr^zn in three parts* to fi nan ce an increase in Diem s forces 
up to 200, 000 in the next eighteen months; a crash civil action 
program for the next eighteen months; the first stage of a long- 
term economic development program (Tab R). All of this will 
be contingent on the Vietnamese committing themselves to 
certain explicit criteria, actions, and procedures, including a 
fixed and sensible exchange rate. Radical action along these 
lines may be crucial not merely to strengthen Diem's military 
and political position within Viet-Nam, but his position on the 
world scene, where he is regularly accused of lacking a positive 
program of reform and development. The Staley Report is now 
being staffed out by the Viet-Nam Task Force. 

In addition, we have begun to prepare the way for 
bringing the issue of North Viet-Nam aggression before the 
international community via the ICC Viet-Nam where, it appears, 
we may have more chance of Indian support than on the ICC Laos. 
Intelligence is being collected and the Vietnamese urged to 
prepare their case. 

3. In Thailand Sarit has been put under heavy pressure by 
Moscow to accept more aid and shift towards neutralism (Tabs S and T). 
The Thais are worried about our resolution in the matter of Laos; and 
the outcome in Laos will affect strongly how stiff-backed they are about 
Moscow and neutralism (Tabs U and V). 



• .* 


SECRET 


-3- 


r.- : c - •'< 

p? " •• - 




~tr \ • Z.- yi‘ 

S**r-\T«-, ••• 

* •*’ 


4. In Cambodia , Sihanouk came back from Geneva disabused 
about the Communists; gloomy, as usual; and perhaps more willing than 
before to work with us and our friends if we have a strong policy in 
Southeast Asia* 

5* Organization# John Steeves has been assigned to prepare 
a brief paper on the key issues for decis ion in Southeast Asia as a 
whole; an d this paper should be the initial working basis for a Southeast 
Asia interdepartmental group which General Taylor and I have been 
trying to get established. A first draft c£ the Steeves paper will be 
ready at about Wednesday, July 26. 
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Issues for Decision and Action. 


As of now these appear to be the issues which are likely to 
arise soon for your decision: 

What are our sticking points in the diplomacy c£ the 
Laos Conference? 

How far can we push the Indians to take the ICC issue 
in Laos seriously? 

Shall we push Phoumi into a Souvanna-led govern- 
ment; what are the prospects for getting a Souvanna government 
with a strong authentically neutralist center? 

-- Should we play for a split Laos? 

-- Should our military contingency planning for Laos be 
revised, with lighter weight in the Mekong Valley and a greater 
direct threat to North Viet-Nam? (Technically, this involves a 
judgment as to where we meet the extra Vietminh thrust, should 
we go in. Politically, this depends on surfacing soon, on the 
international level, North Viet-Nam aggression against South 
Viet-Nam. ) 

Hqw shall we respond to the Staley Report? 
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-- Should we raise soon --at our (or Diem*s) initiative 
the question o£ North Viet-Nam aggression, on an international 
level? 
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Pending the outcome of the Laos exercise, how can 
we reassure the Thais? 

How should military contingency planning for Laos 
and Viet-Nam be related? 

These are among the key issues for the agenda of a Southeast Asia 
Inte departmental Group vhose creation should not be much further 
delayed, 

I would add that a military mission to Viet-Nam, headed by 
General Taylor, is an urgent item of business. We are flying blind on 
many important matters, including the quality and vitality of the MAAG 
in Saigon. General Taylor has indicated a willingness to undertake this 
assignment when he feels confident that orderly planning is under way 
on Southeast Asia as a whole. 



